ABSTRACT This paper reviews a variety of approaches to modeling interregional and international trade flows. It then suggests a framework which is capable of combining price formation mechanisms with factors which cause resistance to change and barriers to trade. In certain respects the framework adheres to the Takayama-Judge tradition, but differs by using a probabilistic approach which generates solutions which are not perfectly competitive equilibria. With regard to prices, the adopted framework is Walrasian rather than Marshallian in nature.
INTRODUCTION
A number of different conceptual approaches can be adopted in the development of economic models to study trade flow patterns between regions or nations. Since the early work of Ohlin (1933) , which stressed the unification of the theories of trade and location, a variety of techniques have emerged.
Prominent amongst the trade share or pooling school, typified by Project LINK and Leontief's World Model, is the assumption that imports may be treated as competitive, implying the adoption of the classical principle of comparative advantage based on Ricardo-Heckscher-Ohlin assumptions.
Although such global modeling exercises have a certain intellectual appeal, in reality most suffer from a number of serious deficiencies. Firstly, consistency in these models is usually obtained by applying a variety of ad hoc assumptions and adjustments. This clearly obscures the analysis of various equilibrium or disequilibrium properties of their solution. Secondly, it is impossible to capture structural changes in the pattern of trade because of the aggregate trade matrices utilized. Thirdly, such models fail to recognize the effects of specific bilateral trade agreements or the fact that trade in some commodities may be strongly influenced by link-specific factors in addition to the supply and demand-related considerations. Finally, the previous drawback suggests a more general criticism, namely that the abovementioned methods tend to largely ignore the theoretical foundations of regional science, in so much as they do not consider distance and location effects explicitly.
With regard to methods of trade analysis developed within the regional science community we may identify two quite different approaches, both of which emphasize the importance of location, distance and other link-related frictions. One alternative is offered in the work by Takayama and Judge (1971) which combines various spatial frictions and trade flow barriers with a neoclassical price equilibrium, and which refers to the early analysis by Samuelson (1952) . The second approach has heavily concentrated on the gravitational assumption which provides a means to identify forces of friction and attraction without explicit reference to relative prices. Besides attempts to incorporate transportation costs, a major omission from such models has been considerations of price and cost differences between exporters and importers. In an international context, such an omission is unacceptable.
In this paper, we attempt to develop a framework which is capable of combining supply and demand-related factors in each of the trading regions (countries) with link-related factors (in particular, trade inertia); these two categories of factors are connected by price-sensitive mechanisms which affect supply and demand behavior and determine trade flows under the influence of trade inertia and other barriers to trade. In certain respects this ambition brings the approach rather close to the Takayama-Judge analysis, but it differs by using a probabilistic framework which generates solutions which are not perfect competition equilibria. The resulting formulations extend and enrich earlier work by both authors (see Batten 1982 Batten , 1983a Batten , 1984 Johansson and Persson 1982; Batten, Johansson and KaUio 1983) . In this paper, we show that it is possible to modify certain information-theoretical techniques based on the notion of trade inertia to allow for price adjustments, supply-demand equilibrium, and price dispersion.
INTERNATIONAL TRADE THEORY AND MULTIREGIONAL ANALYSIS

Comparative Advantage and the Friction of Distance
An important element in neoclassical trade theory is the analysis of the relation between the trading nations' factor endowments and the international commodity flows. Traditionally, this has been regarded as a static analysis of efficient allocation. The general conclusion is that the sequence autarky w free trade --factor mobility implies increasing international welfare. In this perspective, freight costs, tariffs, import quotas and other trade barriers represent distortions of efficient allocation (Stern 1973) .
The paradigm of comparative advantage provides a long-term image of how different countries tend to specialize their production and associated export and import flows. It also characterizes the corresponding price structures (including adjustments due to transportation costs). In the tradition of Hecksher-OhlinLerner-Samuelson, allocation adaptations in accordance with prevailing comparative advantage patterns are assumed to bring the world economy towards a situation of equalized factor prices (Ohlin 1933; Samuelson 1971 a,b) .
Two features of this analysis are crucial. First, comparative advantages are not static properties but are largely created by capital formation, education, research and development and the transfer of technology. These dynamic aspects of trade specialization, and the changing locations of production and export centres, may be studied more appropriately using product cycle theory (Vernon 1966) . Second, the adaptation of activity allocations and trade patterns is a slow process. In particular, the interrelations between exporting and importing countries are influenced not only by geographical distance but also by other "distance frictions" such as established contracts between countries, information channels, and cultural or linguistic affinity
In the tradition of multiregional analysis the influence of different distance frictions has always been treated as a fundamental factor which strongly affects
